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Abstract 
This paper analyses situation with investment incentives and European funds from investor’s point of view. This paper analyses 
existing legislation and documentation, conditions and rules that have to be followed by applicant for submitting application and 
successfully evaluated by responsible institutions to obtain one of the public aid. The aim of this paper is to find difficulties in 
whole administrative process for both tools and determinate which administrative process has better conditions and is easily 
fulfilled for applicants. The finding is compared with empirical data of submitted and approved applications for both aids from 
the previous financial framework 2007-2013 in cohesion region of Northeast, Czech Republic in the level NUTS II. 
The methodology in the paper uses descriptive and explanatory methods with comparison of empirical data. Main results are 
limited time for administrative preparation for European funds. European funds are based on different calls dependent on specific 
region and evaluation is very strict, so chance of rejection of application is higher than at investment incentives. On the other 
hand, investment incentives are not limited by deadlines for submitting application and the evaluation process is not that strict. 
Empirics of submitted and approved applications underlay the results. 
© 2016 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of the Organizing Committee of BEM2015. 
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1. Introduction 
In 2013 fiscal year ended for grants by the European Union. According to ESIF (2015), so far, all the European 
programs allocated in total 689.2 billion CZK in the period to the beneficiaries. The process of obtaining the grant 
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from any EU Fund is not quite easy. A long process of preparation precedes receiving the grant.  Thus, the process 
set by the EU and by individual programs is often complicated for potential applicants and recipients of grants 
regardless very fixed rules and regulations. These administrative requirements may result in non-compliance with 
the Program by applicants and deny the grant or may result in absolutely resignation of the applicant even begin with 
the application process. Therefore in order to determine the extent of the administrative complexity of the 
application process, there is a comparison in this article between the application process of European grants with 
investment incentive in Czech Republic and evaluation which of the available financial instruments of regional 
policy are less administrative demanding for applicants. Both of these financial benefits are a part of entire policy to 
promote investment and innovation in the Czech Republic and its action seeks to boost economic development of the 
regions. Building on the results of the research findings there is continuity of focusing on the Northeast region, 
which is at the level of NUTS 2 European nomenclature. Within this Cohesion region, the article focuses precisely 
on the grant scheme Regional Operational Programme NUTS 2 Northeast (ROP SV). As mentioned specifically, 
focus on the previous financial framework of the EU i.e. 2007-2013. Besides, there are data from Czech regulation 
law about the investment incentives and its administrative process.  
The main aim of this paper is to find out how difficult is to prepare a project application for a grant for the 
applicant and to compare the results with the administrative preparation of application to investment incentives. The 
target of the paper is the comparison of these two financial instruments in terms of administrative demands on 
companies that apply for grants or investment incentive. The article describes the main points of the project 
application preparation to ROP SV and to investment incentives, requirements on applicants by a provider, the 
process of evaluating and approving applications. Article evaluates and compares individual pitfalls of preparing an 
application in the context of these two financial instruments. 
The results of the research indicates that the administrative requirements for both examined instruments are 
similar but the problematic part is the evaluation process which plays important role in case of approving application 
for subsidies. The results also brings clear evaluation of applicant interest for both instruments and show that even 
though the administrative complexity is lower for investment incentives, the determined conditions on investment 
projects in this case meet only a few enterprises. The paper is divided into a few parts that follow on each other and 
help to get more important details for the examined issue. 
2. Material and methods 
2.1. Methods 
First step of research was carried out on the ROP NUTS 2 Northeast documentation and Czech legislative 
regulation. In this documentation has been selected relevant data and information applicable for the paper´s purpose. 
Description and explanation methods have been used on the collected data in order to compare administrative 
difficulty of subsidies and investment incentives applications. Secondly, the comparative examination on 
administrative work and preparation of application of each financial instrument has been used based on literature 
review. Thirdly, the case study of Northeast Region has been used to prove the assumption of the analyzed financial 
tools. Overall, the methodology of the paper is mainly based on descriptive and explanatory methods. 
2.2. Material 
European funds represent a fundamental instrument of European policy for achieving the objectives of the EU. 
According to European Treaty (2012) the main objectives of the funds are, in particular, support of enterprises 
development and enterprises innovation incentives by the European regional development fund. European funds 
provide subsidies to EU Member States and their regions based on their economic situation, in particular, on the 
basis of the regional GDP. The EU defines a subsidy as "any aid granted by the State or through State resources in 
any form whatsoever" according analysis by Rubini (2010). He defines subsidy more specifically and so as a 
financial benefit to the beneficiaries from any of EU fund in this paper. This financial advantage or subsidy is 
provided to the selected beneficiary in the form of irreversible loan to some extent. The extent of the subsidy differs 
on the applicant's character and nature of the project. The applicant sets the amount of the project budget in the 
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project application. The subsidy amount is determined as a percentage of the budget prepared by the applicant. 
Beneficiary receives the grant either ex-ante or ex-post i.e. on the basis of actual expenditure incurred. Detailed 
information provides Handbook for applicants and beneficiaries of ROP NE (2014). 
The investment incentives are upon Srholec (2010) define as measurable value which is provided to particular 
enterprises or group of firms to force them to behave in certain way. The UNCTAD (2004) splits the investment 
incentives in general into financial, fiscal and others. The financial incentives are considered as outright grants and 
loans at concessionary rates. The fiscal incentives are in form of tax holidays and reduced tax rates. The group of 
other incentives includes subsidized infrastructure or services, market preferences and regulatory concessions etc. In 
terms of Czech legislation the investment incentives are used as support of investment project to implement a new or 
expand an existing production in manufacturing industry, technological center and strategic service center. The 
investment incentives are offered to foreign and Czech investors. According to CzechInvest (2014-1) they can enjoy 
incentives such as income tax abatement for ten years, financial support for creating new jobs, training or re-training 
labor and transferring the ownership of land and related infrastructure at an advantageous price. Since the Act. No. 
72/2000 Coll. on Investment Incentives (2012) has been amended, new financial support up to 5% of the costs is 
additionally offered to investment project of manufacturing industry and technological centers. 
The use of these financial instruments is mainly by companies. Other organizations such as cities, municipalities, 
NGOs and other legal entities may apply into the ROP SV too. Companies are limited in size; ROP SV is a program 
designed for small and medium-sized enterprises, while investment incentives can be used either by small and 
medium-sized enterprises or by large companies (e.g. international corporations).  In this case, EC (2015) defines 
micro, small and medium-sized enterprises (SMEs) as it employs fewer than 250 persons and have an annual 
turnover not exceeding 50 million euro, and/or an annual balance sheet total not exceeding 43 million euro. This 
definition is applicable also for investment incentives conditions. 
3. Results 
3.1. European funds 
Administrative preparation difficulty before the application submission is high. It is necessary to provide 
sufficient time to ensure all mandatory annexes and complete the application. Thus, it is necessary to start preparing 
it as soon as possible. Before completing the project application, the applicant must be familiar with all the basic 
documents of ROP NUTS 2 SV, which define possibilities and objectives of subsidies and many other important 
details. There are different documentation and regulation for each region, so the decision about the place of the 
project realization is crucial. It is also necessary to select a suitable call for projects that fits the project plan and 
consider deadline of submission. Here, the applicant may encounter problem in the form of a short period of time 
between the publication of the call and the deadline for submission of application. In this case, it is good to have a 
project outline prepared in advance and at time of the call the applicant can respond flexibly to provide necessary 
documents, according to the call. The calls are published approx. 2 or 3 times a year unless at the beginning of the 
EU financial framework might be no calls at all. The other essential check before applicant start preparing the 
application is whether the applicant is the eligible applicant. Eligible applicant must have a residence in Czech 
Republic and must be responsible implementer of the project. Legal entity differs on the specific call; eligible are 
SMEs, municipalities, regional administrative units, and organizations under spatial administrative units, NGOs, 
associations of citizens. According to Regional Council (2014-1) each potential applicant considers all these 
prerequisites before the process of preparing application is initiated.  
According to individual calls it is necessary to develop a project application into a specific description of the sub-
activities, sources of the activities and outputs of the activities. It is advisable to consult a project plan with the staff 
of the Northeast Council or participate personally in any of the information seminars organized for applicants. The 
project application must also include a large amount of documents confirming the intention and identifying the 
applicant. A total of 40 of attachments; not all are required from each applicant. The required or difficult 
documentation includes for instance proof of legal identity, assessment of the financial health of the applicant, a 
detailed budget, the study of project economic evaluation, construction documents, proof of ownership, the project's 
impact on the environment, proof of partnerships, etc. (Regional Council, 2014-2). 
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It is very difficult and takes time to prepare administrative background papers for application to ROP NUTS 2 
SV. Even after that, however, the applicant cannot be sure that the grant will be given. The result of effort with 
preparation is fairly uncertain. The success of the application depends on the quality of preparation, the quality of 
the project plan, on fulfilment of administrative requirements, on the amount of the planned budget and also on an 
allocation budget for the call and the volume of applications. The allocation budget is determined by the negotiation 
and treaty of with EU. It means even precise preparation and high quality of project submitted, still uncertain that 
the project will be approved.  
Another part that follows after submitting application is an evaluation process. The process of evaluation of the 
project application includes 4 levels: acceptability, formality, awarding points and evaluation by the Commission. 
The staff of the Regional Cohesion Council maintains the first three steps. The Commission of Regional Cohesion 
Council carries out the last level of evaluation. In all levels application can be rejected. In the first step applicant 
must meet acceptance requirements such as project´s activities are in accordance with supported area, supported 
activities and global and operational objectives, meet the definition of applicant for the given call, minimum of 
planned budget (depends on actual call from CZK 100 000 up to CZK 5 million) etc. There are about 15 
requirements that must be complied. Next step focuses on formality of project application. There are about 10 
specific requirements that must be met by the applicant. The most important are fulfilment of output indicators set 
up by specific call (e.g. newly created job place), all hardcopies are signed and handed, and project follows rules 
from “Guidebook for applicants and beneficiaries”. Unless, there is possibility to revise the application after the 
Council staff find a mistake. The applicant has one chance to revise the application in proper. Third step of 
evaluation is based on awarding points to different sub-criteria of the project application. Many different sub-criteria 
are evaluated such as necessity of project, quality of project, project team, fulfilment of indicators etc. Each sub-
criterion has its perceptual weight. The Commission carries out last step of evaluations. All applications not 
exceeded 60% of points are rejected. All applications exceeded over 80% are approved if the budget is not already 
used. All the applications are ranked according to gained points and the Commission decides. Evaluation process 
can last 3-6 months sometimes even 9 months. If the applicant succeed and become the grant, physical control might 
be carried out during or after the implementation. The beneficiary has to follow the project plan according to grant 
agreement and must use the grant for the particular purposes in a proper way. 
In perspective of financing of project budget grant is partly co-financed by the EU, partly by the state budget of 
the Czech Republic and might be partly co-financed by the applicant; after approval called beneficiary. Applicant is 
not allowed to use any other source of public financial aid. Co-financing of applicant depends on the specific call 
and project intention. Range of perceptual co-financing by applicant varies from 10% up to 50% of the approved 
budget (Regional Council, 2014-1). 
The Figure 1 reveals the demand which is number of received applications and met demand in the number of 
approved applications, both in the time series of the previous financial year. The chart below shows the large 
increase in applications in 2008, which may have essence in economic crisis that took place at that time. However, 
the large demand for subsidy had not been fulfilled which is evident in the fact that the approved applications was 
less than half of the all submitted. Until 2010 there is obvious a big gap between the numbers of submitted and 
approved applications. This phenomenon can be explained by the fact that businesses have learned how to meet 
application requirements and/or the budget of ROP still have plenty of money, which could be allocated. Even so, 
the applicants had to meet all administrative and other requirements. In perspective of type of applicant there are 
only 96 applicants in the time period that are considered as SMEs. This fact shows a huge support of other 
organizations from the budget of ROP SV. To conclude with the ROP SV is not only a regional development aid for 
SMEs but for other organizations particularly (Structural Funds, 2015). 
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Fig. 1. Number of project applications in ROP NUTS 2 SV in financial framework 2007 – 2013 (Regional Council, 2015). 
3.2. Investment Incentives 
The investment incentives can be attractive for domestic and foreign investors that plan to launch or expand their 
eco-friendly investment action in Czech Republic. The application process requires planning the investment project 
quite in detail. So investor is able to describe its investment plan in investment incentives application and submits it 
to CzechInvest. This application has to contain information on investor (e.g. organizational structure) and details of 
investment (particular investment activities, schedule of activities, planned outputs etc.) for which is incentives 
requested. The project does not have to be supported with any other public financial aid that is also confirmed in 
financial document submitted by investor where the investor explains how the project will be funded. The investor 
also needs to confirm its situation via other documents such as Declaration of non-insolvency, Declaration of not 
being in difficulty, Declaration of other investment in the same region, Declaration of not closing down the same or 
similar activity in EEA (European Economic Area) etc. These additional documents are attached as appendices to 
application. Once the investor completes all required documentation, the application with appendices is submitted to 
CzechInvest Office. There is no deadline when the application has to be submitted. The investor can apply for 
investment incentives anytime but before the investment action initiates. This is one of the most important 
conditions and it is confirmed via Declaration that investor did not start works (CzechInvest, 2014-1). 
The time framework of Decision to Grand Investment Incentives is depended if applicant and recipient is the 
same entity. If so, the application is submitted to CzechInvest (2014-2) that has to prepare an evaluation of the 
application and forward it to Ministry of Industry and Trade (MIT). MIT in cooperation with other ministries such 
as Ministry of Finance (a provider of incentive of corporate income tax relief and a controller), Ministry of Labor 
and Social Affairs (a provider of incentives in case of requirement of grant for creating new jobs, training or re-
training labor), Ministry of Environment (a commenting and control powers) and Ministry for Regional 
Development (commenting and control powers) evaluates the investment projects and make a Decision to Grant 
Investment Incentives (Czech Chamber of Commerce, 2011). The time framework of evaluation process in this case 
is about 3 months. But if applicant and recipient are different entities, the process is prolonged up to 6 months by 
Offer for investment incentives issued from MIT and investment-incentives recipient might submit it via acceptance 
of the offer and after that MIT prepares Decision to Grant Investment Incentives (CzechInvest, 2014-2). 
The investment-incentives application is not exanimated for any special requirements except general conditions 
for qualification such as a minimum amount of investment for investment projects in manufacturing industry and 
technology centers (CZK 100 million or CZK 10 million respectively). Half of investment has to be funded from 
investor’s own capital. Other condition is created certain number of jobs, so for technology centers it 40 of new jobs 
and for share service and software creation centers is 100 of new jobs or 40 of new jobs respectively (CzechInvest, 
2014-2). If these conditions are met there is no doubt that the investment incentives will be granted. The application 
has to be submitted with all required appendices but if the application or appendices are required to add some more 
information, it can be done within evaluation. So the applications are not rejected in this case. The application is not 
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limited for any type of enterprises by law, so also small and medium enterprises (in this case the Declaration of 
small and medium enterprises needs to be part of appendices) can apply for incentives. 
Within financial framework 2007-2013 there were only 4 realized investment project with support of investment 
incentives from small and medium enterprises (SME) in Northeast Region. The reason is due to a minimum amount 
of investment that is too high for SME together with condition of own financing. There is also no change or 
limitation of administrative requirements on application based on selected region by law. The only difference is 
offered investment incentives for regions with unemployment rate that is at least 50 % higher than average 
unemployment rate in the Czech Republic. These regions have lower minimum amount of investment (half of 
mentioned amounts) and offer incentives such as cash grants for newly created job and for training and re-training 
labor (CzechInvest, 2014-2). 
The situation of investment incentives in the region in question (Northeast Region) for time period 2007-2013 is 
visible in a Figure 2. The selected time period 2007-2013 for data in the Graph 1 is considered upon financial 
framework of European founds due to comparison investment incentives with European founds in this paper. There 
were about 68 applications for investment incentives in Northeast Region within 2007-2013 and 14 of approved 
applications were cancelled on decision by applicant. All applications required corporate income tax relief. Only 
two of them also applied incentives for job-creation grants and training and re-training grants. In the Figure 2 there 
is possibility to see a course of new, approved and cancelled application on yearly basis. 
 
Fig. 2. Investment incentives in Northeast Region in financial framework 2007-2013 (CzechInvest, 2015). 
 
There is a trend of decreasing a number of new applications between 2007 and 2009 seen in the Figure 2. This trend 
shows direct dependency between new applications and specific types of incentives, particularly, corporate income 
tax relief. So the decreasing of new application starting from 2007 was due to shortening of time period for tax 
holiday for 5 years instead of 10 years (Czech Chamber of Commerce, 2011).  Also reduction of new application 
between 2009 and 2010 might reflect economic recession around the world. The number of new application has 
steeply been increasing since 2012 due to extension of time period for tax holiday for 10 year again. The trend of 
new application’s course is dependent on national changes and there is no change of conditions by regional level 
allowed in legislation. 
4. Discussion 
This paper offers a comparison of two public financial instruments from the applicant‘s point of view. The paper 
focus on administrative complexity of the application process for both instruments, define entities that can apply for 
such public aids and seek a conclusion which instrument has it suitable application process for applicant.  
As mentioned sooner, the investment incentives can be offered to Czech and foreign enterprises that want to 
realize their eco-friendly investment action in Czech Republic. There is no limitation for type or size of enterprises 
for investment incentives application in Act. No. 72/2000 Coll. on Investment Incentives. But this legislation sets up 
some specification such as investment project in specific industry (manufacturing, technological centers), with 
specific amount etc. This limitation can possibly discourage interesting investment, which might more help to 
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specific region to develop. SMEs are not mostly able to meet the condition about a minimum amount or determined 
outputs either. This can cause that only a few enterprises are able to apply for incentives. With comparison of 
European subsidies the potential investor has possibility to choose an area that fits with investment project. The 
investor can be SMEs, municipalities, regional administrative units, organizations under spatial administrative units, 
NGOs, associations of citizens, so not only enterprises can apply for European subsidies. The requirements on the 
level of each call is a bit strict and similar to requirements for investment incentives, so also the minimum amount of 
investment or new jobs created as outputs is needed. From these requirements on applicant of both instruments it 
seems that the main goals of both public aids are a bit different. While investment incentives target enterprises with 
projects to specific area with determined outputs, the European subsidies apply these outputs as well but on level of 
call, so the investor can firstly choose the area where the project will be implemented and then follow specific 
instruction under each call. Also the minimum amount of investment for European subsidies is much lower than in 
case of investment incentives, so more entities are able to meet these conditions. 
Regarding administrative complexity of application, the applicant has to submit a similar structure of application 
for both instruments. The main application paper is the one with description of the planned investment projects, 
offers detail description of sub activities, schedule of investment planning etc. Another required appendix mostly 
confirms some information about applicant and its financial situation together with information about its projects 
on-going in the same region etc. In spite of similar application structure, the completion of application required for 
European subsidies can be harder due to short time period between the publication of the call and the deadline for 
submission of the application. The calls are published approx. 2 or 3 times a year. Another tricky part is that 
application is a bit different based on region and also applicant has to follow general rules and for specific call, so 
this can cause applicant’s confusion and discouraging. While the completion of application for incentives seems to 
be easier as the application has no limitation in time framework for submitting and the investor has to follow only 
general rules defined in legislation.  
The biggest difference is in the evaluation process of application. For investment incentives the time framework 
of this process is dependent if applicant and recipient are the same entities. If yes, the process takes up about 2-3 
months. If not, the process is prolonged up to 6 months by extra step. The application goes through two evaluation 
steps. First is CzechInvest that prepares its opinion on the submitted projects and forwards it to Ministry of Industry 
and Trade (MIT). If any information is missed, the investor is contacted to add it, so the application is not rejected. 
For the European subsidies the evaluation process is more complex and includes more evaluation steps (such as 
acceptability, formality, awarding point and evaluation of Commission of Regional Cohesion Council) in all steps 
the project is deeply evaluated and can be easily rejected. The adding information without rejection of application is 
possible only once. From mentioned evaluation processes is possible to judge that the evaluation process for 
European subsidies is very strict and the applicant has higher probability of rejection of the application in any step 
of evaluation than in evaluation process for investment incentives. This can influence enterprise’s decision which 
public aid applies for. Another problem in European subsidies is limited budget for each call, so although the 
application is approved in all steps, the project is rejected due to already use up budget. This is no case for 
investment incentives, there is no specific budget sets up. 
To demonstrate applicant’s interest for evaluated public instruments, there was data from previous financial 
framework (2007-2013) used for Northeast Region in Figure 2. There were only 68 of submitted investment projects 
applied for investment incentives in this region. Only 6 of these projects were submitted by SMEs. The most 
required incentive was corporate income tax relief. The low amount of realized investment was caused due to 
changing condition for incentives and also global economic crisis within this financial framework. This shows 
extreme dependency of applicant on incentives conditions and economic situation on global markets. In comparison 
with European subsidies, the number of submitted application for subsidies is much higher but there is a big 
difference between submitted and approved applications. In particular, within the mentioned financial framework 
there were about 1399 of submitted applications but only 36 % of submitted application were approved. This shows 
high interest of applicant for this type of public aid but the problem with administrative complexity and limited 
budget for each call. 
141 Kristý na Brzáková and Karolína Přidalová /  Procedia Economics and Finance  34 ( 2015 )  134 – 141 
5. Conclusion 
In summary, comparison of both instruments brings result that the administrative complexity is much less 
difficult for investment incentives, so there is higher probability that submitted application fulfilling general 
condition for qualification will be approved for investment incentives than for European subsidies. The 
administrative complexity for European subsidies is very high and might discourage a lot of potential investors with 
good projects. But the problematic part for investment incentives is specific requirements and outputs for investment 
project that might meet interest of a few enterprises only. However, the most required incentives such as corporate 
income tax relief is directly connected to applicant’s profit which needs to be realized in certain future time in order 
to use the benefit. So this can discourage the applicant special in economic crisis, as they are not able to estimate 
their economic profit due to uncertain economic development. 
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